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This presentation is intended to give general guidance.
It is not intended to be comprehensive nor to provide
any specific legal advice and should not be relied upon
as legal advice. Attendees should seek professional
advice on each particular factual situation.

The material in this presentation (except for newspaper clippings) is the copyright of Compliance
Ireland.

About Compliance Ireland
& City Compliance

Established - February 2004

Services - Regulatory consulting, authorisations and training services to:

Credit & financial institutions Solicitors
Investment firms / funds Estate agents

Telecoms Accountants
www.compliancejobs.ie www.fundsjobs.ie

Experience -
17 years legal, operational and compliance risk (including AML) experience
Two major regulators - UK FSA and the ASIC (Australian Regulator)
Banking, investment management, fund administration, insurance & telecoms
Lawyer, Director, Compliance Officer and Money Laundering Reporting Officer
Government appointed Mediator (Australia)
Europe, USA, Middle-East, Asia, Australia, Caribbean

Memberships:
Law Societies - Ireland, UK and Australia
Corporate Governance Association of Ireland (Associate Member)
ACAMS (an international anti-money laundering group)

Risk-based

Local & international obligations
What is identity

How do we identify

How does the ‘risk-based’ approach affect
requirement to identify

Key identification steps (i.e. the process)
Examples demonstrating Best Practice
Case Study
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A good Customer Identification Programme (CIP) will be ‘Risk-
based’
Risk-based v Prescription — not mutually exclusive
Risk-based approach is not widely agreed

little guidance is provided

too many assumption made without knowing requirements
We have assumed that the revised FATF 40 Recommendations and
the 3@ EU AML Directive require something new
International obligations have always provided for a ‘risk-based’
approach
The standard of identification and verification of customer will
depend upon:

whether we meet the customer

geographic location of customer

the product or service being provided

involvement of other gatekeepers

H

FATF (Recs 5-9), EU 39 AML Directive (Chap 2),
Kuwait (Art. 3) and other AML jurisdictions require that:

1. we identify and also verify by reference to independent
sources:
those with whom we enter into a business relationship
captures clients and their ‘beneficial owners’

2. we adopt a risk-sensitive / risk-based approach to:
how we identify clients and their ‘beneficial owners’
identification of suspicious transactions
on-going training of staff

appropriate and relevant to our type of business
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French bankers to face money-laundering charges
By Martin Arnold in Paris
Financial Times

Ugdated: 10:40 p.m. ET July 21, 2006

A French judge on Friday ordered top executives from four banks, including Société Générale and
Barclays France, to appear in court over money-laundering charges that could cause
embarrassment for some of Europe's biggest banks.

FSA fines bond broker and managing director for anti-money
laundering failures

FSA/PN/117/2005
9 November 2005

The Financial Services Authority (FSA) has today fined Investment
Services UK Limited (ISUK) £175,000 for conducting its business
without due skill, care and diligence and for failing to control its
business effectively in relation to anti-money laundering (AML)
systems and controls.

The firm's Manaaing Director, Ram Melwani, has been fined £30,000. He is the first

and diligence, failed to ensure his firm complied with AML reguirements and was
knowingly concerned in the actions taken by TSUK.
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High level of interest from regulators in our CIPs

Recent large AML penalties may scare us into
following prescriptive rules, rather than focusing on
desired outcomes (i.e. an effective CIP)

... back to the topic — what is ‘identity’

Information of a nature sufficient to demonstrate that our

clients are in fact who they say they are

We seek:
Name
Gender
Date of Birth
Photograph
ID Numbers

Our clients are:
Therese O'Brien
Island Marketing Limited
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Exemptions to identification:
Below certain thresholds
Credit/Financial Institution from a reputable region
acting for itself; or

acting for others (no need to verify identity of clients introduced)

Lower Risk — customer (face-to-face) opens a simple current
account with limited withdrawal and transfer functions: may be

able to disapply proof of address requirement

Higher Risk — customer (non face-to-face); product offers
anonymity; easy wire transfers; PEPs: engage in verification
checks of customers and senior management approval
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‘Business
Relationship’
may commence.

What happens if
BR commenced

before
completion of
Step 3?

On-going
monitoring of
customer.

Review
effectiveness

of staff output.

Remedial
action
required?

Customer Review As appropriate
completes documentation | to the level of
application form | submitted — look AML risk of
& submits for obvious customer and
original/certified deficiencies: product perform
documents etc. volume and verification.
content. Perform
sanction/
Do employees : WatchlistPEP
have Lower or Higher —
checklists? AML Risk?
Senior
Management
approval?
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Company name check
Registered number
Dunn & Bradstreet number

Registered office address in country of
incorporation

Business address

Ownership structure (shareholdings
and beneficial owners)

Company structure (subsidiaries)

Financial health (financial statements
and ratios)

Copy of memoranda & articles of
association

Names of directors

Names of beneficial owners
Sanctions and watchlists
Derogatory news

General news

Regulator website (if applicable)

Individual name check
Name
Residential address
Date of birth

What shareholdings and directorships
does the individual hold?

What is the source of their wealth?
Politically Exposed Persons (PEP) lists
Sanctions and watchlists

Derogatory news

General news
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AML Obligations /
Business (fraud) Risks

uUs

Risk Assessment - clients,
product, geography, business

(specific/applicable)

SUs

(Annual)
Monitoring Plan

(Monthly/Quarterly)

Monitoring
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Under European AML law, financial regulators are required
to report suspected non-compliance by credit/financial
institutions to FIU:
Ireland - 25 reports filed since mid-2003 to December 2005
Reports to the FIU covered:
failure to identify
failure to report suspicious activity
failure to implement appropriate polices and procedures re the above,
including the training of staff
suspicions that money laundering may have taken place

Abbey National plc fined £2.2million for various AML
failures. FSA stated that:
a failure rate of 32% in the identification of customers “is of itself very
serious”;
Abbey has potentially hindered the ability of law enforcement to
detect and prosecute money launderers. Furthermore, its failure to
monitor compliance adequately has left it open to abuse by money
launderers and consequent reputational risk.
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Adviser (swiss)

Cayman Island
Investment fund

(Cayman Islands)

CI Fund Investment
Manager

(Cayman lIslands and UK)
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Nugget Investments Ltd

Investment
Administrator (swiss)

(Channel Islands)

Cl Fund Administrator

)34

4

Manager
Ireland & US
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Subscribe to news service - news@complianceireland.com
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